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By the Office of Business Economics 


. 
E XTENSION of the business advance at a better-than 
seasonal pace, and on a broadening scenle. is evident from the 
data now available for the spring quarter. This follows upon 
the large advance in the opening quarter which is measured 
and reviewed in the summary of the national income and 
product later in this issue. 

Demands are rising briskly in most markets. In fact, the 
only broad area of demand which is still lagging is the 
foreign market. Exports in recent months have tended 
lower. With imports rising, and despite a decline in the 
outflow of capital, the adverse balance in our foreign trans 
wtions has continued high. In recent weeks, the gold out 
flow has resumed after a temporary halt earlier this year. 


Size of income rise 


The strong current performance of the economy is evi 
denced clearly by the rise in personal income. Figures for 
\pril place the overall] total at a seasonally adjusted annual 
rate of S3721, billion up more thi = billion from March 
and about $714 billion from February. Tnereases in the 
preceding half year had averaged around S1 billion per 
month. April personal income was Sz) billion, or 61%, pel 
cent, larger than in the same month of 195s 

The current upsurge in the flow of income to individual 
has reflected wholly an enlarged volume of disbursements 
from productive activity. Transfer payments have changed 
little as the continuing decline in unemployment insurance 
benefits has approximately counterbalanced the general up 
trend in other types of social insurance benefits. 

The necotme eXpansion has centered pl marily nh Wage 
and salaries. At annual rates, aggregate payrolls in the 
economy advanced about S23 billion tT both Mareh and Ayn l. 


reaching a record high of S253 billie 


Employment up 


The ads tnee Wn payrolls, in turn, bil derived principally 
from higher employment, although further increases in 
hourly earnings and hours worked also have contributed 
The employment reports for April ndlicate an extension of 
the significant lnprovement which had been noted = for 
March—sizable gains in number of jol ind an aecompany 
ing reduction in unemployment. 

Seasonally adjusted employment in nonagricultural estab 
lishments in April, totaling 51.8 million, was up more tha 
600,000 from February. Increases in March and April were 
of roughly similar magnitude, with about half of the total 
rise reported in manufacturing where it was concentrated i 
the durable woods industries, lmipro ement was especially 
marked in the broad metals group 

Employment has also picked up det iby in the co 

1 
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broad industrial divisions of t econol , for example, Sales by building materials and hardware dealers have 
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justed, sales in the first quarter were more than 35 percent 
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the impact of higher earnings having been cushioned—like 
the effect of the previous decline—by the contracyclical 
swing in transfer payments and the short-run insensitivity 
of corporate dividends to changes in profits. 


The first year of recovery 


The first quarter marks the completion of a full year since 
the 1958 low point of GNP. It is of some interest to compare 
the expansion of output and employment in this period with 
the gains recorded during the first four quarters of recovery 
following the low of 1949 and that of 1954. 

No two cyclical movements are ever more than broadly 
alike, of course, and the market readjustment of 1957-59 
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differed in many important respects from those recorded in 
earlier postwar years. The current upswing, for example, 
owes part of its strength to an inventory buildup which 
reflects special as well as cyclical factors; on the other hand, 
the recent decline in net exports has also involved various 
special circumstances. Conditions in these and most other 
major markets were appreciably different in early 1955, and 
of course had been still different in early 1950. Notwith 
standing such variations in detail, however, the new quarter 
ly measure of real GNP shows that the advance of close to 
8 percent during the past year’s recovery was substantially 
the same as those recorded for the initial year of recovery 
following the lows of 1949 and 1954 

The downward phase, however, was somewhat more severe 
in the third postwar recession than in its predecessors, This 
difference is reflected in the lesser extent to which a year 
of recovery has carried the economy ibove its previous peak. 
Real output in the most recent quarter was Z percent above 
the highs of early 1957. As the adjacent chart shows, the 
corresponding gains recorded dut ing the two previous cycles 
had been somewhat larger than this 

Besides these movements in real output the rising value 
of the GNP has also reflected 
prices, particularly during the downswing \ 
comparable rise in the index oc during the four 
quarters of business contraction which ended in the spring 
of LOD4. it may be 


ome advance In average 
business 
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CONSUMER INCOME AND BUYING 


Disposable personal mcome ms the opening qu irter of 1059 


an annual rate of S321 billion, up So billion from the 
The bulk of th ly 


vhich reached a first 


Was it 
previous quarter ince Was reflected in 
personal consumption expenditures, 
ly trie 
price changes overall, the 5 percent rise 
suum ption expenditures 
matched by ah Increase In tne 
consumption, 

A recovery in auto buying ha 
of the advance in personal cons 
year-ago rates. After having reached a 
low of slightly more than $13 billion at the close of the 


quarter rate above $300 billion. ibsence of significant 
hh personal Con 


been almost 


1s 


since early beled has 
physical volume of 

weounted for one-fourth 
unption expenditures fron 
ensonally adjusted 
} 105s 
model year, auto pure hases have moved up HO percent since 
nutunin, Most of 
was registered early and was followed by a lull. A 
nthe first quartel wand was 
ndicate that a spring 


the introduction of the new models last 
the rise 1] 
further moderate gain came late | 
extended in April. Thus, late data 
upturn in sales ray be emerging for the first time since 1955 


maintained the $23 


(C‘onsumer pur hases of other al irable 
billion annual rate to which t ey d returned after mid 
1958. Contributing to the strong demand for major kitchen 
goods in particular has been the advance in residential con 
conlsulel purchases 
; ly iefly 
ned through 1956 and 1957 


Leute Md, 


struction. During the recession total 


of durable othe than autos fell only below the 


plateau which had been mainta 
| 


> , , 
having been st ible since 


rices real sales are also 


rate 


back to the prerece On 
With purchases of clothing 1 r above thei 
level and the eX pansion in food outl t\ continuing, persona! 


reached $145 billion in 


1956-57 


expenditures for nondurable good 
the first quartet of 1959 

In contrast to the experience of Ia 
Olnpal ed by near-stable 


year, the recent pain 


in dollar outlays for food was ace 
prices and involved an increase im real consumption. Since 
the first quarter of last year food expend tures have grow) 
have moved frac tionally 


by about 21% percent while price 


lower as abnormal supply stringencie eased, 





BUSINESS 


billion. This was the highest heure on record, 
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Corporate profits tuXes in the ition il income accounts 
being measured on an accrual basis, have reflected immed 
ately the vigorous rebound since last summer in corporate 
profits. The conventional administrative and cash budget 
count taxes on a when-collected basis, and accordingly do 
hot yet show the effects of the current Improvement in the 
tax base. 

Social security legislation which went into effect January 
well as that of contribu 
recov 


] increased the scale of ber efits as 
tions. The vrowth of payrolls with reneral business 
ery was reflected in the course of social security fund receipts; 
the $2 billion rise in the annual rate of such receipts in the 
first quarter was due mainly, however, to changes i the 
tax proy isions for the support of the Old Age and Survivors 
Insurance program, Employer and employee contributions 
were increased from 214 to 214 percent of covered earnings, 
rates for self employed workers were also advanced, and the 
maximum amount of taxable earnings for any individual 
was raised from $4,200 to 84,800, At the same time benefits 
went up by an average of 7 percent, re ulting ina $4 billion 
rise Inthe annual rate of payinents, 


Vet exports off 

The recent downward movement th net exports continued 
Merch indise exports, which 
table from quarter to 


in the opening months of 1959, 
during 1958 had been aupproxim itely 
quarter at an annual rate of a little over $16 billion, dipped 
Merchandise Hiports extended 


after the turn of the year. 
the strong upw ird movement which ha 

the second half of 195s, In part, this 
associated with the economic recovery here, 
some growth in the demand for indu trial materials and 
certain types of equipment, and purchases of a variety of 
reflecting a mix- 


been apparent since 
uptrend has been 
There has been 


consumer goods have continued to increase, 
ture of cyclical and special circumstances 
Petroleum imports expanded at the end of 1958 and rose 
further early in 1959. A factor in the movement was the 
prospect of mandatory IMport quotas ; these went into effect 
early in March, after having been under discussion for some 


time. 
THE FLOW OF INCOME 


Reflecting the upturn in market demand, national income 
advanced strongly during the second half of last year. The 
annual rate of 857314 billion reached in the closing quarter 
was $22 billion above the low level of early 1958 and $d 
billion above the mid-1957 peak, 

The rate of increase during the latter half of 1958 was 
about $10 billion per quarter. Although data are as yet 
incomplete, present indications are that a further increase 
at least as large took place in the initial quarter of 1959, 

Corporate profits accounted for about three-fifths of the 
rise in national income which occurred from the opening 
to the closing quarter of last year. Most of the remaining 
upswing was in employee compensation and in earnings of 
nonfarm proprietors, although property income shares also 
edged up during 1958, Farm income reached a high in the 
spring quarter and, though tending somewhat downward 
since then, remained substantially above its 1957 level. 


Employee compensation at new peak 


Having fallen sharply after mid-1957 and leveled off in 
the first half of last year, total employee compensation ad 
vanced in each succeeding quartet \ $7 billion upsurge 
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lable I-18.—Kelation of Gross National Product, National In« ome, 
Seasonally Adjusted Quarterly Totals 
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Table L-6.—Personal Consumption Expenditures by Major Type, 
Seasonally Adjusted Quarterly Totals at Annual Rates, 1957-58 
and First Quarter 1959 
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National lLncome 


Table IV-2. Foreign Transactions the 
Accounts, Seasonally Adjusted Quarterly Totals at Annual Rates, 


1957-58, and First Quarter 1959 
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lable III-3.—Gove ipts and Expenditures, Seasonally 
Adjusted Quarterly Totals at Annual Rates, 1957-58, and First 
Quarter 1959 
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Table V-2.—Sources and Uses of Gross Saving, Seasonally Adjusted 
Quarterly Totals at Annual Rates, 1957-58, and First Quarter 
of 1959 
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CURRENT BUSINESS 


Monetary and credit policy 


An increase in the volume of liquid assets was facilitated 
by Federal Reserve operations as the recession deepened n 
early 1958. The monetary authorities utilized all the major 
instruments at their disposal to ease credit conditions and 
to expand the lending capacity of the banking system. 

Discount rates, which already had been reduced in late 
1957, were cut further in the first half of last year, Reserve 
requirements against demand deposits were reduced, while 
the effects of a gold outflow were approximately offset by 
open market purchases of securities. 

These actions provided the basis for a record peacet line 
eXpalsion in the Money supply Demand deposits (nal 
justed) were up $514 billion over the year. ‘Time deposits 
in commercial banks rose $714 billion. 

The bulk of the Monetary eXpalsiol in 1958 occurred dun 
ing the first half. After the business upturn the monetary 
authorities limited the expansion bank credit to seasonal 
demands, and the discount rate was raised twice, 

With business demand fo. lon funds beng slack during 
Hiost of the year, commercial banks used their expanded 
lending capacity to purchase Government securities in an 
amount about equal to net Treasury borrowing. ‘The bank 
also acquired a record volume of muni ipal and were active 
in the mortgage market. 

With the supply of funds up and loan demand off, interest 
rates fell during the business recession This movement was 
reversed after midyear us the economy recovered and the 
pace of borrowing increased | ( fal] which ove ured Wits 
steeper Ih short than In) longer fern rates: the ubsequent 
rise has not yet brought complete recovery in the case of 
short-term issues, Bond vield mcd moved above the 
previous peaks by the turn of the ve 

While the movement in Interest rates venel ily conformed 
to supply wil demand conditions, thre nine mid extent of 
the « hanges, partly reflected market antr posal on of the shifts 
In these conditions Thus the stec pest drop in yields ecune 
in the early months of the recessio . ned before there had 
been ins substantial increase tn thes he: upply: ind the 
rise ih vields was shi irpest }tint t| nitset of the busines 
recovery. 

The abrupt turnaround i ‘arly last sumimet 
Ni particular, wil preceded iL ed by specubu e 
LeTIVITY in the bond market ‘ Dosti Wl buying o 
aren. With the eeonom ‘ on hipre ow and the 
prospect of i marked hnereiuse ! Uppy ol Feder il al 
ligations, there followed substantial liquidation of margimed 
und other holdings. This switelh intensified the 
terest rates during the summer. w yond price 


vent the sharpest break Pnmiany ven! 


GOVERNMENT DEBT 


Total net debt of ill rovernine ombined rose marke ly 
last year, as the Federal Olponent turned pw ird to regis 
ter an SS billion advance and State dt local debt inereased 
S4 billion. 

Net Federal Grovernment anal tere cy cle byt rose 31 » perce) ! 
during calendar 1958, to rene tal of S23214 billion I} 
wis the largest Inerease in thre I yy riod, (rross debt 
imounted to S810, billion at .affer an expansis 
a little ereater than that in ne 1) While intra Ove! 
mental holdings of Tie isury oblign ) ere off SL billio 
Treasury advances to other Govern nt agencies rose ty 
$114 billion. 


Last vear’s increase In Federa elit hed the ibsta 
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of Federa obligations for then 
In any other recent period, The incre: 
of State and local ances generally may hay 
slowdown ; ' 
hold hnv’s, including those of cent 
about the same he end of 1958 as at the 
the Hrs Lie year, however, foreig) 
and other official nstitutions reduced tne 
short-term Federal securities by about Sl bill 


the proceeds in 1 ie deposits at commer 
1] 


afforded a higher yield. As interest ret 


latte. half of the LT’. foreign central bar 
ibout $1 billion of these short-term Gove hments 


Although Treasury borrowing amounted to $9 billion on 


“a net basis, the iil ketable portion rose by sili » b 1] on last 


year, as $214, billion of nonmarketable securities matured or 


were redeemed prior to maturity, 


The rise in marketable Federal debt exte: ded to alli jajor 
strument classes. During the period of relatively low 
nterest rates in the first half, the Trea ury issued ‘bonds 
with maturities of 27 and 32 years, Carrying coupon rates of 
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1, and 314 percent respectively—in contrast with the 3 , 
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Federal Debt Increase in 1958 
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SURVEY OF CURRENT 


State and local government debt 


and local governments to other eco 
about 


debt of stute 

units amounted to $51 billion on June 30, 1958, 

mm more than a year earlier ( These comprehensive 

cs of State and local government debt outstanding, 

unlike other figures presented in this report, are not pre 
p ived on a calendar year basis. ) 

The pace of new borrow ing was stepped up during calen 
dar 1958 as State and local governments expanded construc 
tion of schools and highways. As indicated elsewhere in 
the Survey, this rise in construction ac tivity helped tO SUS- 
tain business during the recession and has been one of the 
factors in the recovery. It was financed in part through 
higher Federal grants-in-aid, particularly for highways. In 
addition current revenues played their usual important role 
as a source of funds for these purposes. 

Two ind a half billion dollars of the increased lending 
capacity of a banks was applied to the acquisi- 
tion of State and local government obligations—the largest 
volume of me purchases on record. Other im- 
portant sources of loan funds included nonlife insurance 
ompanies and individual investors. 


a nual 


CORPORATE FINANCING 


Last year’s recession was clearly apparent in the pattern 
of corporate fund uses and sources. While liquid asset hold 
nereased, physical investment fell 1214 billion, as 
» liquidated and plant and equipment spend 
Internal fund sources were off moderately, 


gs were 

ventories were 
ing was ut back. 
a sharp fall in retained earnings being partly offset by a con- 
I nued idvance in depreciation allowane eS, Demand for new 
external funds declined steeply. Short-term liabilities of 
I ial corporations were reduced $6 billion after hav- 


ibout even during 1957, and long-term borrowing 


Need for funds down 


Nonfi ine il ec 


rporations reduced their inventories $5 bil 
The de line reached a peak In the second 


lion last veal 
quarter, “Tt was checked toward yearend, and inventory 
ecumulation was resumed around the turn of the current 
year. 

; P] mt ar d equipment spending was also reduced in L958. 
nonfinaneial corporations amounted to 
last year, 20 percent less than in 1957. The fall 
idvear, and by early 1959 a moderate rise was 


Such tlays by 


eased 
reported 
Intert 7 "Wn d Sources showed the etfect of 
cle i $314 billion decline in retained earnings, which 
taled 85 billion last year. Profits fell sharply in the manu 
ning, und transportation industries in partie l 
( ont ued rise 1n depreciation allowances, how 
in the flow of internal funds amounted 
mut SY billion, as compared with the $1214 
ys cal investment. 
these changes the pureh ise of tangible issets 
1) orbed ol ly ibout Sti percent ot the internal funds which 
ible. leaving $5 billion for acquisition of finan 
d retirement of debt. 
po . de posits of nonfinancial corporations rose 
Part of this advance reflected a sharp incre 
owners! hip of time de ‘posits in commercial ban ks 
also increased their hol lin os of U os. Govern 
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The bulk of these purchases were mace late 
mounted with the busi 


ment securities. 
in the vear, as internal fund sources 
hess recovery while physical investment remained low. 


Borrowing of capital 


all corporations amounted to Sv247 billion 


This measure is shown in table 1. It 


The net debt of 
at the end of 195s. 
covers not only nonfinancial corporations but certain obliga 
tions of banks and insurance oe as well. These 
obligations rose $1 billion during 1958, in line with recent 
year growth trends. ‘The other Feo in corporate debt 
indicated for last year by the table reflect primarily the 
experience of nonfinancial corporations. 

Although the increase in long-term corporate debt was 
substantial, net new somethin ae was about $3 billion less than 
in 1957. The decline in plant and equipment spending was a 
principal factor in this slowdown, which would have been 
creater but for the extensive refinancing of short-term bank 
debt into longer macurities during the period of low interest 
rates early in the year, 

This pattern ot de wanepenents Wis espe ially marked in the 
manufacturing, mining, and transportation industry groups. 
Also helping to sustain the pace of long-term borrowing was 
the high level of investment activ ity m iintaimed in the public 
utility industries, which were relatively unaffected by the 
recession, These industry groups rely heavily on borrowing 
to finance their capital lniprovemel | progratis 

Short-term liabilities of nonfinancial corporations fell $6 
billion last year, ‘| his decline involved il sharp contrac tion im 
notes and accounts payable, together with a lesser total of 
accrued Income tax linbilities out tanding nt vearend than 
at the end of 1957. 

The fall in notes and accounts payable, which centered 
debt to banks, was associated with the | quidation of inven 
tories, In each of the three postwar business cye les, such 
liabilities fell sharply during the recession phase and then 
increased during the recovery period as inventories were 
rebuilt 

The reduction Ih short term bank louns iccounted for about 
two-thirds of the drop in notes and accounts payable. Such 
loans had risen sharply during the 1955-57 expansion. The 
balance of the decrease in short-term linbilities 
stemmed from a reduction in outstanding trade credit 

The drop from 1957 to 1958 in the yearend total of accrued 
Federal income tax linbilities which 1s reflec ted in the 
liabilities” of corporate business in lable 
decline - taxab le corpor: ite profits during the business reces 
SIOn, d \ speedup in the schedule of tax payne nts also he Iped 
lower the level of ese obligations 

The advance in a liabilities of banks wd insurance com 
panies (exclusive of deposits and life 
policy reserves) continued at upproxim itely the recent vent 
rate. Unearned premiums of fire and casualty : 
conmipanies, the principal components ol these - 
have grown with the rising value of 
with recent rate increases 
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PERSONAL SAVING AND INVESTMENT 


Personal saving last year totaled sv] billion. about tive 
same as in the previous year. Investment physical assets 
rose slightly, an increase in residential and institutional cor 
struction and a buildup in farn nventories offsetting an ta 
in the plant, equipment, incl 
corporated businesses. 


nventory investment im unl 





SURVEY OF CURRENT BUSINESS 


lable 1.—Public and Private Debt, End of Calendar Year, 1954-58 ! 


1954 1956 





Public and Private Debt 





Total public and private debt 786. : 


346 








Total Federal Government and agency 





State Local Government Debt 





Total State and local government debt 50. 9 37. § is 7 





Corporate Debt 





All corporations 216.9 216.3 
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May 1959 SURVEY 
Phe notion of saving as an internal fund source is much 
less useful here than in the ease of corporate business, be 
extent to which personal saving and investing 
done by different individuals. If the individuals who 
‘st in tangible assets in any given year were considered 
separate group, their investment funds would probably 
el to come predominantly from external sources. Home 
DILVvers, for example, generally rely only to a very limited 
extent on their own current-period savings. A substantial 
part of individuals’ tangible investment, however, is fi 
nanced by the savings of other individuals. Part of this 
Hhanecmnge 1s direct, through interpersonal loans. A much 
larger part is accomplished through savings institutions as 
ntermediaries. Because of this latter circumstance, the 
1958 shift of financial investment toward the more liquid 
forms which these institutions proy ide seems to have helped 
increase the availability of mortgage loan funds. 
Time de posits at commercial and mutual banks rose nearly 
Shares held in savings and loan associations 
unions increased $614 billion. Demand de _ 
were also reported higher. Aphongh total holdings of U. 
(sovernment securities declined, 1 Is note worthy that series 
Kk and H say Ings bonds showed a net increase of almost $1 
billion; such a shift toward fixed-value claims has been a 
feature of the downw: ird phi ise of each post wi ar recession. 
At the same time that savings accounts were rising, indi 
duals apparently took a smaller share not only of Federal 
able securities but also of new municipal and corporate 
in 1957. 
\s business recovered there was an increase in stock market 
tivity. The bulk of such activity represents sales from 
to another and does not ap pear in the standard 
on Pt rsonal asset acquisition. The importance of 
stock prices for interest rates and the bond market 


enuse of the 


Pate} billion. 


ind credit 


market 


issues thar 


one person 
statistics 
the rise 
has already been noted. 

The debt of individuals and unincorporated enterprises 
rose by nearly $19 billion, $5 billion more than during 1957. 
Mortagage debt was up to $13 billion. Farm, financial, and 
debt also expanded, while consumer credit 
change over the year. 


commerce il 


showed little 


Mortgage debt spurts 


Mortg we debt owed individuals and unincorporated 
enterprises rose 10 percent last year to a total of $145 billion. 
This increase was second only to the 15 percent expansion 
1955. As residential construction activity in- 
creased and a marked upsurge developed in the sales of 
existing homes, mortgage debt on housing rose $1014 billion. 

The increase in residential construction last year was one 
of the sharpest on record. It came after two years of de- 
clining activity, and provided a stimulus to the upward 
movement of the entire economy in the recovery phase of the 


reported for 


business cycle. 

There has been a general shift from tenancy to home 
ownership in the years since the end of World War II. At 
the end of that conflict about two-fifths of the Nation’s 
families owned their own dwellings. Today, the | proportion 
of owner-occupancy has reached three fifths. The impres- 
sive advance in home ownership and an associated upgrading 
of housing standards, combined with the substantial growth 
in population, have involved a heavy construction of new 
This has tended to add strength to overall market 
ind particularly to cyclical advances, during the 
entire post ur period. 

Fluctuations in housing demand during this period have 
reflected to a very large extent variations in the supply of 


homes, 


demal d, 


mortgage money. 
es in this supply have tended to affect most 


il ibility of FHA and VA loans: fixed vields 


stringe 


<trongly 
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the uncertainty of discounts, and a relatively low equity 
ratio have reduced the attractiveness of these instruments to 
lenders in tight-money periods. The changes in Gov 
ernment-backed mortgage lending are shown in_ the 
accompanying chart. 

Several conditions contributed to an expansion in the 
supply of mortgage credit last year: reduced corporate de 
mands on the money and capital markets; the freeing of 
bank reserves by the cut in reserve the record 
volume of savings deposits in financial institutions; and the 
commitment by the Federal National Mortgage Association 
of $1 billion for the purchase of Government backed 


mortgages, 


requirements ; 


Net New Borrowing: 
One- to Four-Family Nonfarm Mortgages 


Billion Dollars 


16 





UNDERWRITTEN 
BY VA & FHA 


CONVENTIONAL 











These conditions were reflected in sharp expansion in 
conventional mortgage lending, which has been stable in 
other recent years, as well as in FHLA-insured loans. In ad 
dition to the factors affecting the supply of mortgage money 
in general, certain spec ific actions helped to 
stimulate the volume of lending covered by FHA insurance. 
The allowable FHA interest rate had been raised to 5Y, per 
cent in August 1957, and in April 1958 minimum downpay 
ment requirements were reduced, 

The new rate on FH A-insured mortgages represented 
attractive yield, and discounts practically disappeared dur 
ing the period of capital market ease, Though moderate 
discounts reappeared on such instruments with the return of 
large volume of loan 

as a whole the 1958 


Government 


tighter conditions in the second — a 
funds was forthcoming. Over the vear 
increase in FILA loans outst: toed wally was greater than in any 
other two postwar years combined. (New VA-gu: aranteed 
mortgage lending fe ‘I short of re payments on previous loans, 


though the volume of such lendin yy rose tow ird yearend ) 
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lable 3.—Nonfarm Mortgage Debt by Borrowing and Lending 


Groups, by Type of Property 


1954 


BUSINESS May 1959 
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commercial mortgages 5 4.6 146.1 160.2 
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Consumer borrowing 


Consumer credit) outstandin at 


mou ted TO 2 i ttle over sh bill Ol, pl 
from the end of 1957. While automob 


sll, billion for the vear, Increases were rt port 


tallment loans and most othe categ 
cred 
New extensions of automobile credit 
billion less than in 1957, as perso) 
penditures for automobiles and parts fe 
tuto credit extensions, like that 
Both purchases and 
mained steady at the lower levels until the introduce 


( Op ! 
early in the year Orrow 
the new models n the final quarter, when they 
harply upward, With improvement 
this year, automobile credit has continued to expand. 


1 
iuto sales 


he increase in personal loans, while substant 
somewhat less thar had been recorded during 1957, l 
With the 


ness recovery such loans resumed their recent-year 


new lending slowed in the recession months. 
ulvance, and at the beginning of 1959 totaled $24 billion 
iore than a vear earlier. 
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AONCERNS operating in the United States numbered 4.6 
llio t the end of 1958, up 90,000 firms O1 114 percent from 
This continues the small net vals that have 
stic of recent vears. The average annual rise 
ide las been 60,000, with the highest years 


major groups, the number of firms in the service 
each up about 2, percent showed 
ins in 1958. Wholesale trade and con 
h increased roughly 2 percent, and thi 
Retail trade gained 
- continued advances in fillh uv 


sion about | percent. 
nt last vear 
iutomotive groups tended to balance further 
ne general merchandise and food firms. The 
rms in manufacturing and in miming and quarry 
shightly during 195s. 

Vew quarterly series 
I} uticle presents, for 1951 and later vears, a general 
revision of the business population estimates regularly pre 
the Office of Business Economics (tables 2 and 3). 
Introduced for the first time in the adjacent chart and in 
l re seasonally adjusted quarterly estimates of the 


} 
1) ry 


population. 
uusly all business population estimates were avail 
i time lag of 6 months, and starting in 1953 these 
ere prepared only semiannually. In the new season 
sted series for the business population aus a whole, 
lag has been reduced to about 1 month and the 
estimates have been restored to a quarterly basis, 
the method used does not yield industry or othe 
(Quarterly movements within years and esti 
e two most current quarters are based on tabula 
obt i ned from the Bureau of Old Age and Survivors 
Insut e and from nformation on changes in the number 


ot tel ones, 
Steady rise in concerns 


Most conspicuous in the chart on turnover in the business 
popl lation is the reconversion period following World Wan 
Il du ¢ which a marked “deficit” in the number of op 


erating concerns was made up. The number of new busi 


xceeds the number discontinued in each quarter of 
od shown except the third of 1949. That brief in 
on in the quarterly increase in seasonally adjusted 

concerns Is probably as much a reaction from the 
marked crowth dut Ing the reconversion pel iod usa reflection 
oTtthe 


opel at 


recessionary influences of that vear. 
Phe chart suggests an upward trend in both new and dis 
cont ied businesses starting in 1949 and continuing to date. 


On a rate basis, however, as shown in the chart on page 17 
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S Population 


new businesses have been Cpurite teadyv since 1949 and dts 
continuances since 14-4. 

On a seasonally adjusted basis, new and discontimued 
businesses since 1950 have more ofter than not moved i 
the sume direction quartel 1>\ quarter © that the net inere 
population change lowell 
| =1 ibility than 


ments by which the bys he 


panel of the chart below ) =hHow more 
either of its components Ph DTSTNeSS populatior Hite 
ri ned an average of about 16.000) firms per quarte! from 


1950 to date. The slowing down of business activity during 


1953-54 and 1957-58 resu’ ed in a much smaller rise while 

vreater than average net chang occurred during all of 

1955 and 1956. Growth in the busine population began to 

slacken during 1956 although no eclining appreci ibly bee 
‘) 


low the average for recent year ntil late 195% 
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large “deficit” which developed during the qui kly 


ide up after host ilities ceased, 


Variations since 195] 


Table presents rey sec annual estimates ot the business 
population and its turnover from 1951 to date, while table 
industry detail for the combined 5 


yrovides addit onal 
| 
Con pal ible business 


year period from 1951 through 1955. 
y major industry divisions for the 
years 1929-50 and by detailed industry for 194. 
foul al inl the January LDo4 issue of the SURVEY ‘] | e re 
based on complete tubulations of em 


population estimates by 
50 can be 


sion Is: primarily 
ployers filing social security tax returns for the first quarters 
of 1951 and 1956. It should be noted that for pel ods fol 
lowing the first quarte! of 1956 the estimates are essentially 
extrapolations which ure subject to revision when later 
avatlable. 
iu downward bias of 3 percent In 


benchmark data become 
| he revistoh reloves 

the number of operating concerns between the 1951 and 
the extrapolation of the higher level 
j venerally 


1956 benchmarks: 


brought the revision to o percent In LDS, wit 
little effect upon inter industry 

From 1951 to 1958 the business popul: tion increased by 
thout half a million firms or 15 percent. In these 8 years, 
ra ned rela 


relations 


contract construction and the finance diy Ol 
tively the most with the service industries, wholesale trade, 

better than 
a gain, 
and ac 
more 


and the transportation 
re relative Gains. 


division also showing 
Retail trade also owed 
irge relative Increases among moro vehicle 


cessory dealers and firms operating fill ne stations 

than offsetting declines in the number of oe 
cise and food firms. 

Manufacturing among the major industry divisions shows 
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Table 1.——Number of Firms in Operation, 1945-59 


Thousands of firms; adjusted for seasonal variation] 





facturers dropped slightly during 1951, regained 
the following year and has shown steady though 
ces es each year since 1953. : 

During the two recessionary periods 1953-54 and 1957-58, 
growtl the bt hess population aus a whole was slowed 
Manuta ring, ining, and the transpertation divisions 
were mo responsive to the slowdowns while the service 
ndustries wholesale trade were little affected. 

The mo ndustry detail in which business population 
estimate re prepared is that shown in table 3; such data 
ow available beyond the end of 1955. Although 

ijor industry devisions shared in the increase 
nh number of operating concerns over the 5 years 1951-55, 
loes not extend to more closely defined industry 
groups thin the three divisions for which more industry 
detail is available. 

Manufacturing, for example, shows the smallest of the 


this patter! 


creases among the major industry divisions. Six 
the nineteen manufacturing groups declined between 
juary 1, 1951 and the beginning of 1956, with the largest 
relative decreases occurring among textile, leather, and ap 
facturers. Six industries increased more than 
15 percent the 5-year period: rubber and petroleum re 
ne in the nondurables, while the remainder were metal 
fabricat og ndustries. 
(mol go reta | trade firms, filling stations increased rela 
The growth in number of discount houses 


t 


parel ti 


n 
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tively the most. 
TEAS ‘expla n in part the large relative increase among firms 
dealing 1n ipp! ances and radios. 

The continu ne trend toward supermarkets is reflected in 
the steady declines among food firms. Each of the three 
categories of food firms declined from 1951 to 1956, and 
these three are the only detailed industry groups shown in 
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which the current number of operating concerns is lower 
than in 1939. 

The general merchandise group contains not only depart 
ment and variety stores but the * 
istic of rural areas. Decreases in the number of general 
stores are probably responsible for the decline of the yroup 
as a whole with the tendency toward suburban shopping cen 
Suburbar shopping 


‘oeneral stores” character 


ters acting as a brake on eXpansion 
centers are more likely to include branches of centrally 
located stores than independent retailers 

During the 1951-55 period, business services anc 
laneous repair shops and hotels und other lodge he places 
were the service groups expanding most rapidly. Changes 


within the remaming service Qroups 1 mged bet wee! t val 
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of over 5 pel nt To ta) £ igre di SI As has been noted above the up rd trene 
ton dec inne 0 thie me ] L ) producers, > l new and discont nued businesses since 1949 
utors and ex] to I ’ iv flection of crowth in the business populat ol 
comparisons among industries, e1 try al a 
™ a + / ; , ) ates ae TOO0 firms rration are show 
Turnover in business concerns rates per tf, hrms in operation are ) 
for selected broad industry divisions, in the ch: 
During 1958, i. * $11,000 new al 6,000 discon Although the rates of growth differ, entry rates 
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sold, reorga Pci, ¢ rhe \ ] : ey ownhers, \ 


vear, as do discontinuance rates. Entry 
light rise fr ep the number 


more responsive to changes in business CO! 


of both ney ‘ ont | vl » the numbe1 would be expected, the conditions associated 


of busine | (ie ead \ 
New bu el { vl [ ) shed while 


entry rates also tend to be SSO I ited wit 
. tinuanece rates, These generalizations hold quite well not 
discontinuance cl ull | uti ri ess of the i 
reason for going out I f ' { lf of all 


discontinued ( ! ( | ( i¢ to prevent 


ol ly for the major divisions charted, but also for the divi 
sions omitted from the chart and for the industry groups 
i well 
Or wiih 


ts . . 
| Although turnover rates are simul iv spy ustry broad 
iris voing ad ) " : ‘ 
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Table 2.—Number of Firms in Operation January |, 1951-59 and Number of New, Discontinued and Transferred Businesses 1950-58 by 
Industry Groups 
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Table 3.—Number of Firms in Operation January 1, 1951 and 1956, and Number of New, Discontinued and Transferred Businesses, Five 
Year Totals 1951-55, by Detailed Industry 
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Patterns of fast-growing products 
In an analysis of the growth trends of 
products and then relationships to busine 
imber of basic iracteristics may be note 
new products have generally maintamed 


1 


trend throughout the period : for a lara 


, 
I 
of output has shown a marked slowing 
naller rroup, production has stopped Prowlhg 
te mporarily, und even in some cases has declined 
Of the 100 items which showed increases n the 
on, over half consisted of fast crow! a lines. The 


majority of these products are affected to some 


reces- 
great 
legree dur 
Ing periods of business contractions, but generally ina slow 
ing down in the rate of growth. This is particularly true 
for those products which had previously shown Tast rates of 


growth. Even for the new lines, continued growth is con 
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ditioned by the basic characteristic of the product and 
market. 

The percentage changes in output of fast-growing prod- 
ucts from 1957 to 1958, however, were on the whole rela- 
tively small. A few notable exceptions on the downside oc 
curred in some of the relatively newer lines such as televi- 
sion sets and tape recorders among household durables, off- 
highway tractors and diesel-electric locomotives among 
heavy goods, and a few miscellaneous items such as major 
automobile accessories and titanium sponge. The large re- 
duction output of the latter product reflected primarily 
cutbacks in production of military type aircraft, where the 
bulk of titanium is consumed. 

Examples of various postwar patterns of fast-growing 
products are depicted in the accompanying chart. The 
heavy dots pinpoint the production curve during the reces- 
sion years. It may be useful to compare and examine 
briefly a few specific products to point out the nature of the 
expansion and the major underlying factors involved in the 


orowt! 


Examples of continued growth 


Polyethylene, antibiotics, and air travel typify those cases 
whi ive continued to grow at high rates throughout their 
market i All three are relatively new products, with the 
first two developed during World War II and air travel 
coming inte its own in 19v9. 

Poly thy lene, a member ot the plast ICS family of products 
and produ ed chemically by polymerization of ethylene ob 

from petroleum or natural gas, is one of the most 

CTOW ING products developed in the past two decades. 

ised extensively both in industry and by the consuming 

he latter accounting for the larger proportion of 

mption. Food packaging, storage bags, squeeze 

ind containers are some of the large con 
pplications; pipe, panels for partitions and walls, 
cl wall tile are examples of the prin Ipal industrial 


sewares, 


started off with | million pounds in 1943, ex 
1) million by 1950, to 210 million in 1954, and to 
million pounds in LD58, more than i threefold ! 
ie past 4 years. This fast growth in volume 
it of any other chemical product developed dur- 
ce the war with the exception of synthetic rubber, 
nore notable product achievements of World War 
tt uly expansion in output ot polyethy lene in the 
period has been an lmiportant factor in the growth 
es industry. 
hemical research has made possible the develop 
i wide and almost unlimited market for products 
ol polyethy lene. Research continues and hew Uses 
produ ts are constantly being developed. 
s similarly impressive for antibiotics—the so 
racle drugs” a development of chemotherapy. 
dern era of chemotherapy actually began with the 
nt and introduction of the sulfa drugs in 1935. 
us later, the first penicillin was 
(I New discoveries of medicinal chemicals in the 
vears brought streptomycin in the mid-war years 


antibiotic 


broad-range drugs, aureomycin, terramycin, tetra 

ind chloromycetin in the 1950°’s. There are now 
er ZU est thlished preparations reaching the « Onstiher 
y more are still Ihh the laboratory stage. Peni illin 
ptomycin, however, rank as the most important in 
ilnue and volume. Shifts in the use and intensity 
d have occurred from time to time among the Vari 
iotics. The use of sulfa drugs, for example, has 
ippre iably in the past decade or so, OWL mainly 
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to the considerable replacement by the antibiotics line of 
medicines. 

Output of antibiotics has shown a consistently high rate 
of growth. Between 1948 and 1958, the annual average in- 
crease in production amounted to 25 percent. Production- 
wise, volume is small relative to most other chemical lines. 
Output expanded from less than 3,000 pounds in 144 to 
about 2.5 million pounds in 1958. 

Production increases over the years have been accompa- 
nied by substantial reductions in prices to the ultimate con- 
sumer; the average price of antibiotics has moved from $860 
per pound in 1948 to a current price of around $160 per 
pound. 

Because of its high unit value, the dollar value of manu- 
facturers’ sales of antibiotics has expanded to a sizable 
amount over the years, reaching approximately $400 million 
in 1958, thus contributing importantly to the growth of the 
chemical industry as a whole. 

Air transportation also continues to be one of the fastest 
growing industries. All segments of the industry—trunk 
line passenger and freight traflic and, more recently, hell- 
copter service—are still expanding rapidly though the 
operations of the latter two groups represent only a small 
fraction of total air traffic. 

The long term, 1929-57, growth rate of air transportation, 
as expressed in terms of passenger miles flown, has been at 
an average rate of about 25 percent a year. In the past dec 
ade, the growth rate was 15 percent pel year and since 
1953 it has averaged 10 percent per year. Last year, total 
passenger miles flown exceeded 25.5 Iillion, somewhat more 
than 4 times the volume 10 years ago and more than half 
again as much asin 1953, 

Passenger travel on air lines has continued upward with- 
out interruption since the service was In vugurated in the late 
The rate of increase from 1957 to 1958 was consider 
ably smaller than in other recent years due in part lo pro- 
longed work stoppages Ih several miayor lines WW hin hy oceul red 
in the closing months of 1958 when traflic is normally ita 


Y's, 


high rate and in part to the Imipact of the business dee line, 


Where growth has been checked 
Television and diesel-electric locomotives represent illus- 
trations of products with a declining or stable market fol 
lowing an initial period of relatively fast growth. ‘To a 
large extent the production experience of these two products 
is explainable by the rapidity with which a high degree of 
market saturation was obtained. 
market aece plLance Was 
of development. Pro 


In the case of teley ision recelvers, 
especially rapid Ih the early years 
duction during this period was high and prices were marked 
hen output reached a peak 
little higher than in 1950 
declined steadily and 
In? years, 


down substantially. Since 1955 w 
of 7.8 million units—only a 
the number of receivers produced has 
in 1958 dropped to 4.9 million, the lowest 
During this lv year period, over 64 million sets were pro 
duced, 
vision sets increased 
million in 1955, and to 43 million tn 
tions to all households advancing from 12 to 67 to 86 percent, 
respectively. Thus it can be seen that the near saturation 
point for television receivers was reached within a relatively 
short period of time, In fact, consid rably earlier than for 
any other major type of household consumer durable goods, 
For example, 12 years after their 
ably large scale, less than two-third 


( oncurrently, the number ol households with tele- 
‘he 


from about 5 million in 1950 to 32 
LOS, with the propor- 


introduction on a reason- 
. of the number of house- 
holds hal radios, about one fourt! had refrigerators, and 


one-fifth had washing machines, 
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Production Pattern of Fast-Growing Products in Postwar Years 


Some products have maintained their strong uptrend 
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Table 1.—Production of Selected Products and Services, 1948, 1957, and 1958 
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Table 1.—Production of Selected Products and Services, 1948, 1957, and 1958—Continued 
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Sales of black and white television sets as a replacement 
and as a second or third receiver are increasing. Infor- 
mation available on the number of households having more 
than one set indicates that about 7 percent of households 
had two or more sets in January 1958, compared with 5 per- 
cent in April 1957, and 4 percent in February 1956. 

Sales of color television receivers, which have been on the 
market for the past 3 or 4 years, have not yet reached 
volume proportions. 

For diesel-electric locomotives the market pattern was 
strikingly similar. This type of locomotive power was in- 
troduced for the first time in the midtwenties, largely for 
experimental purposes. At the end of 1929, only 22 were in 
use on Class I railways. In the next 10 years, the number 
in use expanded to 500 and at the end of 1946 totaled 4,400. 
Thereafter, a period of rapid expansion followed so that by 
the end of 1958, there were over 27.000 diesel-electric loco- 
motives on the railroads, a fivefold increase from 1946. 

Locomotive builders quickly supplied the needs of the 
railroads for diesel-electrics after World War II. From 
1947 to 1951, a period when the railroads were rapidly con- 
verting from steam to diesel motive power, deliveries in 
creased from about 600 in 1946 to 3.400 units in 1951, 
averaging 2,300 units for the period as compared with an 
average of a little over 600 during the war years. There- 
after, the trend was downward as more and more railroads 
completed their conversion programs. In 1958, a year when 
railroad traffic and investment expenditures for new equip 
ment were sharply reduced, deliveries dropped to 434 units, 
the lowest since the war years. 

The dieselization program of the railroads appears to be 

completed having just about replaced the steam 
ve as a means of transportation. In fact, only one 
new steam locomotive has been installed on Class I rail 
ro uds the past D ve irs and the number In sery ice has been 


reduced from 35,000 in 1947 to less than 2,500 in 1958. 


virtually 


locomot 


Slower growth for some 


ex unples of fast STOW INE products where growth has been 


temporarily slowed are shown in the center panel of the chart. 


OF 
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For freezers and dryers—2 relatively new consumer hard 
goods—output appears to have leveled off. Freezer sales 
have been maintained around the 1 million mark for some 
years while dryers reached a high of 1.5 million units in 1956 
and have since been at a somewhat lower level. Unlike tele 
vision sets, however, only about 20 percent of wired homes in 
the United States had these appliances as of January 1, 1959. 

Frozen foods rank as an outstanding development in the 
food industry. Output has been generally upward with most 
of the growth occurring since World War II. Total frozen 
food production—fruits and juices, vegetables, meat, pre- 
pared foods, and others—reached approximately 5 billion 
pounds in 1958, or 4 times that of 1947. In 1957 and again in 
1958, production was somewhat below the record volume of 
1956 but this was entirely due to unfavorable weather which 
sharply reduced the crop of oranges and grapefruit » uitable 
for freezing. Actual consumption, on the other hand, 
continued its strong uptrend. 

The basic trend of output of most of the individual frozen 
food lines is still increasing, though growth rates for the old 
as fruits and vegetables, have 


established products, such 
slowed down noticeably in recent years while those for the 
newer lines are still expanding. The prepared food group 
pot pies, fruit pies, complete packaged dinners, and others 


a relatively new development in the frozen food line, is the 
most rapidly growing segment of the industry. 

As has been indicated in the Survey, the broad indicators 
of economic activity have depicted the nature and character 
of the recent recession and recovery period. The maximum 
reduction from peak to trough in total real output of goods 
and services was 5 percent and the subsequent recovery, W hich 
began in the spring months of 1958 and is still continuing, has 
already exceeded 7 percent. Divergent trends have charac 
terized the movements within the broad aggregates As the 
foregoing discussion and table pci ute, this was strikingly 
true for individual products and services where the produc 
tion patterns of the various old established lines and the new 
more rapidly yrowihyg products varied v idlely ley ! ding on 


the cliverse intensities of demand 
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National Income and Product 


(Continued from page 7 


Another view of the recent is ob 
tained by comparing the entire current cyt le to date, in 
cluding the 2 quarter of decline as well as the 4 of recovery, 
with a period of like duration following the mid-1953 peak. 
Employment is now about as close to the previous high as 
if was 6 quarter after the earlier downsw ing began. That 
earlier period, however, included 4 quarters of decline and 
only 2 of recovery. 

The improvement recorded for April 1959, which is de 
ubstantially alter these 
cycle. 


course of employ ment 


scribed earlier in this issue, does not 


comparisons with the experience of the previous 


Industry pattern of income 

The industrial structure of recove al 
like the market pattern of the rise » has continued 
since the turn of the vear along the same general lines which 


Income, 


were apparent in the second half of 19: he base of the 


upswing has broadened appreciably, \ In recent 
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the nondurables and in a wide variety of nonmanufacturing 
lines. 


Corporate profits 


Increases in profits from the recession low of early 1958 
gained momentum as the year progressed. By the fourth 
quarter corporate profits were back to about the early 1957 
level. Before taxes and excluding inventory and 
losses, the profits share of national income reached a season- 
ally adjusted rate of S44 billion prior to the end of the year. 
Data so far available indicate a further advance in early 
1959. With taxes absorbing about one half of total pretax 
profits, and dividends stable as usual, there Was a particu 
larly sharp expansion of undistributed profits; 
covered the early 957 rate of aupproxinately $10 billion. 

Despite the sharp rebound in the second half of last year, 


LOSS as 


galls 


these re 


the profits share of national income was lower for 
a whole than for 1957—$36 billion, as compared with $42 
billion. A slightly preater decline was evident i pretax 
book profits, iis Inventory gains also dropped \fter-tax 
profits were off proportionately from S22 billion in 1957 to 
billion last year, Dividends il ap 
proximately the 1957 figure, while retained earnings fell by 
two-fifths, toa postwal low of 86 billion 
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BASIC DATA ON THE UNITED STATES ECONOMY 





Survey oF Current Busivess four times an- 
nually provides the latest data on national in- 
come and product in the February, May, 
August, and November issues. In addition, 
every year the July National Income Number 
brings up to date all the detail contained in 
tong-term volumes like the National Income 

id U.S. Income and Output supplements. 
Annual subscription, $4.00. Single issues 30 
ents. 


+ * + 


U.S. Income anp Output. A recently com- 
pleted compilation of new and revised income 
and product data for the period beginning with 
1946, for use in conjunction with the 1954 
National Income supplement. The text in- 
cludes an analysis of the American economy as 
viewed through the national income accounts, 
1 discussion of the development of the accounts 
over the past quarter century and of the needed 
directions of future research, and a review and 
evaluation of the statistical basis of the esti- 
241 pp., $1.50, 


mates, 
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NATIONAL IN 1954 Edition. The au- 
thoritative explanation of methods and funda- 
the national 


OME, 


mental concepts underlying 


should be sent with orders. 


PUBLICATIONS 


income and product accounts with full statis- 
tical coverage back to 1929. 249 pp., $1.50. 


+ + + 


Persona, Income sy StTaTes since 1929 
The record of each State’s progress as meas- 
ured by income, with exhaustive statistical and 
explanatory data. 229 pp., $1.50. 


+ + + 


Income DistrisuTion in the United States by 
size, 1944-50. Describes sources and methods 
used in determining the distribution of the 
Nation’s purchasing power according to size 
of family income. Latest data appear in Sur- 
vey of Current Business. 86 pp., (5 cents. 


+ + + 


Income or Hawau. Prepared at the request 
of the Territory of Hawaii, this report fur- 
nishes a comprehensive case-study of a regiona! 
market. 73 pp., illustrated, 55 cents. 


+ + + 


Business Statistics, 1957 Biennial Edition. 
A basic reference volume for businessmen and 
economists, providing a roundup of the statis- 
tics reported in the monthly issues of the Su,- 
vey of Current Business. 344 pp., $2.00. 


Orders may be placed with the Superintendent of Dacuments, U.S. 
Government Printing Office, Washington 25, D.C., or the nearest 
U.S. Department of Commerce Field O fice. 


Check or money order 
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